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POLITICAL SCIENCE 
QUARTERLY 



IRON AND STEEL BOUNTIES IN CANADA 

NO government in the Anglo-Saxon world is more com- 
mitted to protection and to bounties to industry than is 
that of the Dominion of Canada. In bounty legislation 
the government at Ottawa has gone beyond all precedent in 
English-speaking countries ; for by the tariff legislation of 1906— 
07 the people of Canada are committed until 191 2 to bounties 
to the iron and steel industry alone which will aggregate be- 
tween $17,000,000 and $20,000,000. 

Bounties to the iron and steel industry date as far back as 
1883. Their history easily divides itself into two periods; and 
the history of this form of government largesse to industry in 
both these periods must be understood if the significance of the 
bounty legislation between 1897 and 1907 is to be adequately 
realized. The year 1897 m ust be taken as the dividing line; 
because all bounty legislation from 1883 to 1 896 was enacted by 
Conservative governments — by the political party which origi- 
nated the " national policy" in 1879 — while for this largesse to 
industry under enactments passed since 1896 Liberal govern- 
ments are responsible. 

I. 

The " national policy," as it was embodied in Dominion enact- 
ments by the Macdonald, the Thompson and the Bowell gov- 
ernments at Ottawa between 1879 and 1896, involved protective 
duties in the interests of Canadian industry — duties which ope- 
rated alike against Great Britain and the United States — and 
direct bounty aid for such industries as iron and steel, beet 
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sugar and binder twine. The Liberals were continuously in 
opposition from 1878 to 1896. In this period their leaders in 
the Commons were Mr. Alexander Mackenzie, Mr. Edward 
Blake, Sir Wilfrid Laurier and Sir Richard Cartwright, and their 
foremost newspaper supporters were the Globe of Toronto, the 
Witness and the Herald of Montreal, and the Chronicle of Hali- 
fax, Nova Scotia. During part of this period — 1868 to 1882 — 
the Halifax Chronicle was edited by Mr. H. S. Fielding, who 
since 1896 has been minister of finance in the Laurier govern- 
ments. Mr. Edward Blake retired from Dominion politics in 
1892, and since then has been of the House of Commons at 
Westminster, as a Nationalist member for South Longford. 
From 1892 to 1896 Sir Wilfrid Laurier was leader of the Liberal 
opposition at Ottawa, with Sir Richard Cartwright, now minister 
of trade and commerce, and Mr. W. Paterson, now minister of 
customs, as his associates on the front opposition benches. 

Protective duties date from 1879. Bounties for the iron and 
steel industry date from 1883. From the first the Liberals were 
persistent and vigorous in their opposition to protection both in 
Parliament and in the constituencies; and after 1883 they were 
as vigorous and as unsparing in their condemnation of bounties 
as aids to industry. Cobden and Bright never declaimed with 
greater fervor against the Corn Laws than Sir Richard Cart- 
wright and Sir Wilfrid Laurier against that part of the national 
policy which was inaugurated in 1883 with a bounty of one and 
a half dollars a ton on pig iron made from Canadian ore. Sir 
Richard Cartwright was in those years the leading economist of 
the Canadian Liberal party; and between 1883 and 1896 he 
made the House of Commons ring with denunciations of what 
he then regarded as the injustice and iniquity of this direct 
government largesse to industry. He maintained that it was 
as wasteful and demoralizing to pay bounties out of the Domin- 
ion treasury as it would be to set men to work to dig holes for 
fence posts and then employ them to fill the holes up again. 
His colleagues on the front opposition benches and the sup- 
porters of Sir Wilfrid Laurier on the back opposition benches 
enthusiastically endorsed these condemnations of bounties. 

Bounties were similarly condemned in the constituencies at 
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Liberal mass meetings ; they were similarly condemned in the 
Liberal press; and in 1893, when the Liberals met in national 
convention at the Dominion capital and drew up the famous 
Ottawa program, it was declared of the national policy — 
bounties as well as protective duties — that it was " founded upon 
an unsound principle, and, used as it has been by the govern- 
ment as a corrupting agency wherewith to keep themselves in 
office, had developed monopolies, trusts and combinations, and 
had oppressed the masses to the enrichment of the few." 

It was of the same policy — protection and bounties — that Sir 
Wilfrid Laurier, who has been premier since 1896, .asserted at 
Winnipeg in 1894 that it meant servitude for the people of 
Canada. Speaking as leader of the Liberals, who were then and 
until 1 896 in opposition, he said : 

We stand for freedom. I denounce the policy of protection as bond- 
age — yea, bondage ; and I refer to bondage in the same manner in 
which American slavery was bondage. Not in the same degree, per- 
haps, but in the same manner. In the same manner the people of 
Canada, the inhabitants of the city of Winnipeg especially, are toiling 
for a master who takes away, not every cent of profit, but a very large 
percentage , a very great portion of your earnings , for which you sweat 
and toil. 1 

At this time, 1894, Sir Wilfrid Laurier had only recently 
assumed the leadership of the Liberal party. His speech at 
Winnipeg, from which I have quoted, was the first great speech 
which he had made west of Toronto as the Liberal leader. In 
1893 he had been the dominating figure at the Ottawa conven- 
tion, and had made a speech there in support of the Ottawa 
program, on lines similar to those of his later speech at Win- 
nipeg. " When we are in power," he assured the delegates 
from the Liberal associations who were in attendance at the 
convention, 

we will relieve the people of protection, which is a fraud, a delusion 
and a robbery ; for it is robbery to take money from one man and give 
it to another. I submit to you that not a cent should be extracted 

1 Manitoba Free Press, September 3, 1894. 
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from the pockets of the people except every cent goes into the treasury 
of the people and not into the pockets of anybody else. I submit to 
you that no duty should be levied for protection's sake, but levied 
altogether and for the purpose of filling the treasury to the limits re- 
quired. I submit to you that every cent that is levied should be levied 
first and foremost on the luxuries of the people. I submit to you there- 
fore that the system of protection which is maintained by the govern- 
ment, that is to say, of levying tribute upon the people, not for the 
legitimate expenses of the government, but for a private and privileged 
class, is to be condemned without any qualification. Let it be well 
understood then that from this moment we have a distinct issue with 
the party in power. Their ideal is protection, our idea is free trade ; 
their immediate object is protection, ours a tariff for revenue and for 
revenue only. Upon this issue we engage in battle. 1 

As regards bounties, it could have been the principle only 
that so aroused the hostility of the leaders of the Liberal party 
in the early nineties ; for the money paid out in bounties was 
then comparatively small. At the outset only three iron-making 
concerns came on the bounty list; and in the fiscal year 1884- 
85, the first full year in which the legislation of 1883 was in force, 
$41,940 was paid in respect of 27,960 tons of pig iron made at 
the charcoal iron furnaces at Radnor and Drummondsville, 
province of Quebec, and of hematite pig made at Londonderry, 
Nova Scotia. Of the total of $41,940, the sum of $33,854 was 
paid to the Steel Company of Canada, which then operated the 
furnaces at Londonderry, or rather to the liquidators of that 
company. In no year prior to 1896, when the Liberals came 
into power, did the call on the treasury for bounties to the iron 
and steel industry exceed $125,000. This was the amount paid 
out for the year ending June 30, 1894, after the bounty legisla- 
tion, first enacted in 1883, had been so extended in 1894 as to 
admit of the payment of bounties on puddled iron bars and 
steel billets as well as on pig iron. Until this change in the law 
was made in 1894 bounties to the industry had in only one year 
exceeded $50,000. 

The payments were small because under the acts of 1883, 
1886 and 1892 bounties could be paid in respect only of pig 

■Official Report of the Liberal Convention, 1893, P- 33- 
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iron made entirely from Canadian ore ; and the demand for 
this pig iron in the eighties and the nineties was small. Pig 
iron from Canadian ore is still made in comparatively small 
quantities only, notwithstanding the fact that there are now nine 
iron and steel producing plants in the Dominion, and notwith- 
standing the fact that in 1906 Canada imported pig iron of the 
value of $946,922 — paying a duty of $2.50 a ton — from the 
United States. The bounty code which was part and parcel of 
the national policy of the Conservative governments in power at 
Ottawa from 1878 to 1896 embodies only four enactments that 
have reference to the iron and steel industry. Under the act of 
1883 it was provided that the bounty on pig iron from 1883 to 
1886 should be at the rate of one and a half dollars a ton, and 
from 1886 to 1889 one dollar a ton. But in 1886, when the 
rate should have been reduced, another act was passed which 
extended the higher rate from 1886 to 1889, and further pro- 
vided that the one-dollar rate should come into force in 1889 
and should be continued until 1892. This lower rate was in 
operation from 1889 until 1892, when the third enactment in 
the bounty code was passed. By this act it was provided that 
from July 1, 1892, until June 30, 1897, bounties should be at the 
rate of two dollars a ton — fifty cents a ton more than the rate 
fixed when these bounties were first established. The last of 
the Conservative bounty acts was passed in 1 894. Under this 
measure the pig-iron bounties which were to end in 1897 were 
continued until 1899; and it was also provided that bounties 
should be paid at the rate of two dollars a ton on puddled bars 
and on steel billets. 

On the output of furnaces and rolling mills that were in opera- 
tion at the time this act was passed it was provided that boun- 
ties should be paid only between March 27, 1894, and March 
26, 1899; but for plants which were put into service between 
these dates there was a provision that bounties should be paid 
on their output of pig iron, puddled bars and steel billets for 
five years from the date at which productive operations began. 
In 1894 only blast furnaces were in operation. The bounty 
scale then applicable to them was that of 1892. The rate was 
two dollars a ton ; and the same rate was extended in the new 



198 POLITICAL SCIENCE QUARTERLY [Vol. XXII 

act to puddling furnaces and steel rolling mills. The act of 1894 
thus made no difference to the pig-iron plants, which received 
from the treasury, in the year ending June 30, 1904, an aggre- 
gate sum of $125,044 in bounties. The concerns among which 
this sum was divided were the Canada Furnace Company at 
Radnor, province of Quebec ; the Londonderry Iron Company, 
Nova Scotia; the New Glasgow Company, Nova Scotia; and 
McDougall and Company, Montreal ; and this disbursement 
from the Dominion treasury during the year 1904 is practically 
an official record of the capacity of the Canadian furnaces at that 
time. With the bounty at two dollars a ton, it shows that the 
production for the year was, in round figures, 62,500 tons, all 
made from Canadian ore. 

During the next fiscal year, July 1, 1894, to June 30, 1895, 
bounties were paid on puddled iron bars as well as on pig 
iron. On steel billets bounties were first paid during the fiscal 
year 1896-97: That was the year which witnessed the downfall 
of the Conservative party at Ottawa, and the payments made in 
that year show the cost of the bounty policy as administered by 
the party with which protection and bounties had originated. 
The calls on the treasury in that year reached a total of 
$86,890' ; and the largest payment to any one company was 
that of $55,016 to the Nova Scotia Steel Company, which was 
on the list in 1894 as the New Glasgow Iron Company. In 
1897 the Nova Scotia Company was paid $37,650 on pig iron, 
and $17,366 in respect to steel billets. Thus in 1896, when the 
Liberals, who had pledged themselves to bring the bounties to 
an end, came into power, bounties to the iron and steel industry 
were costing the Dominion under $87,000 a year. Moveover, 
these bounties were then confined to iron and steel made from 
Canadian ore ; and except in the case of furnaces which might 
come into the productive list between 1 894 and 1 899 — the fur- 
naces for which an exception as to time limit was made in the 
act of 1894 — it would have been possible to end the whole 
bounty system as applied to the iron and steel industry by refus- 

1 Pig iron, $66,506; puddled from iron bars, $3018; and steel billets, still made 
only at New Glasgow, $17,366. 
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ing to reenact the bounty legislation when the act of 1894 
expired on March 26, 1899. 

II 

The Ottawa Liberal program was drawn up in 1893 in expec- 
tation of a general election in that year. It was not until 1896, 
however, that the Conservative government, in which at that 
time Sir Charles Tupper was premier, appealed to the constitu- 
encies. Between 1893 and 1896 the Manitoba school question 
came to the front. This was one of the principal issues in the 
general election of 1 896 ; but on general questions it was the 
Ottawa program on which the Liberals made their appeal for a 
majority in the House of Commons. The majority was forth- 
coming. Sir Wilfrid Laurier became premier; Mr. Fielding, 
who for the first time was returned to the Dominion Parliament 
as one of the members for Nova Scotia, became minister of 
finance ; and Sir Richard Cartwright, the Cobden of the Liberal 
opposition, was appointed minister of trade and commerce. 

Little heed was paid to the Ottawa program after the Liberals 
were returned to power. For the most part it was quietly 
dropped, as was the movement for the reform of the Senate — a 
nominated and useless body which the Liberals had professed a 
wish to reform when they were in opposition and when none 
but Conservatives were nominated to the Senate. Protection 
had been denounced as robbery when the Liberals were in oppo- 
sition, and they had pledged themselves to such a measure of 
tariff revision as would sweep away the protective schedules and 
reestablish a tariff for revenue only. The tariff was revised in 
1897, but not on the lines of the Ottawa program. The only 
innovation was the enactment of a preferential tariff for Great 
Britain. To some degree this did lessen the burden of the 
national-policy tariffs ; but apart from the inroad made on the 
protective system by the preferential tariff, practically all the 
protective duties of the tariffs of Conservative governments 
between 1878 and 1896 were continued; in some instances, as 
in the case of cotton goods, the duties were increased by the 
revision of 1897. ^ n defence of the abandonment of the policy 
which the Liberals had so long advocated in opposition, it was 
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urged that no government could face the responsibility of de- 
priving the industries of the Dominion of the protection which 
had been afforded them by the tariff since 1879. 

In the tariff revision of 1906—07 the abandonment of the 
Liberal policy as embodied in the Ottawa program of 1893 ' s 
complete. At the instance of the Canadian Manufacturers' As- 
sociation many inroads have been made on the preference for 
Great Britain, which was established in 1897; an< ^ increases in 
duty ranging from two and a half to seven and a half per cent 
have been made in most of the manufacturing schedules. These 
increases have been made notwithstanding the fact that for five 
or six years prior to the revision of 1906—07 Canadian industries 
were more prosperous than at any other time in the history of 
the Dominion ; and notwithstanding the fact that at the time 
when the House of Commons, in committee of ways and means, 
was authorizing these increases, there were scores of complaints 
in the commercial pages of the daily press that the cotton and 
woollen mills and other industrial plants were greatly in arrears 
with their orders. 

These concessions were not made on the plea that infant indus- 
tries needed encouragement. In the process of revision, which 
extended from September, 1905, when the tariff commission 
began its public inquiries, until the middle of March, 1907, by 
which time the new tariff had passed through all its stages in 
the House of Commons, little was heard of the infant-industries 
plea, which was so strongly pressed on Parliament and on the 
constituencies between 1879 and 1894. It was my fortune to 
travel for six or seven weeks with the tariff commission in the 
winter of 1905-06, and during this time to attend all its public 
hearings. At these hearings the infant-industries plea was made 
not more than five or six times at the outside. In its place 
there were two new pleas. One was that there should be 
higher protective duties to enable Canadian manufacturers to 
specialize; and the other that Canadian manufacturers were 
entitled to all the business of Canada, and that there should be 
higher duties to preserve it for them. The plea for tariff-made 
opportunities to specialize was most pressed by the cotton and 
shoe manufacturers. The stove manufacturers and the manu- 
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facturers of caskets laid most stress on the exclusive right of 
Canadians to the Canadian market. In one form or another 
there are concessions in the new tariff to most of these claimants : 
lower rates on imported raw material are conceded to the stove 
manufacturers ; higher duties are conceded to the cotton and 
shoe manufacturers. In submitting these changes to the House 
of Commons Mr. Fielding, the minister of finance, defended 
them in speeches as protective in tone and sentiment as were 
those of McKinley and Dingley, when they were piloting the 
tariff acts of 1890 and 1897 through the House of Representa- 
tives at Washington. 

This is, in brief, the history of the abandonment of the Liberal 
policy of 1879-96, so far as protective duties are concerned, by 
the Laurier governments in the tariff revisions of 1897 and 1906- 
07. As regards bounties the volte face of the Liberals has been 
even more extraordinary. In the year in which the Liberals 
came into power, the iron and steel bounties, as has been shown, 
were costing the Dominion only $86,890. Only four plants 
— two in Nova Scotia and two in the province of Quebec — were 
then on the bounty list; and it would have been possible for the 
government to end the bounty system merely by refraining from 
passing any new law when the last enactment in the bounty code 
— that of 1894 — expired in March, 1899. It would have been 
much less difficult to end the bounty system in 1899 than it 
would have been to revise the tariff in 1897 on tne lines of the 
Ottawa program. To put the tariff back where it was before 
1879, with most of the duties imposed for revenue only, would 
have involved at least three months' work for the House of 
Commons ; for the Conservative opposition would have found 
ample opportunity for obstructive tactics. Each of the six 
hundred and odd items could have been discussed without limit, 
for there is no closure rule at Ottawa ; and when discussion so 
prolonged was at last exhausted, the opposition could have 
wasted more time by dividing the committee of ways and means 
on each item. As regards bounties there were no such difficulties. 
The making of an end to bounty legislation, simply by allowing 
the act of 1894 to expire, could not have involved any such dis- 
location of industry as the Laurier government is asserted to 
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have dreaded when it abandoned the Liberal policy of a tariff for 
revenue only and adopted almost in its entirety the national 
policy of the Conservatives. Not more than four or five hundred 
men were at work in 1906 in the actual production of iron and 
steel; and the four iron and steel plants then in operation, 
which had been enjoying the largesse of the Dominion govern- 
ment since 1883, knew that this largesse was guaranteed to them 
only until March, 1899, and that if the Liberals, when they 
came into power, should act in accordance with their long- 
proclaimed policy, this largesse must then come to an end. 
But the Laurier government did not take this course. It con- 
tinued and greatly extended the bounty system in 1897, and 
again in 1899 and in 1903. As a result of its legislation, over 
$2,000,000 were paid out in iron and steel bounties in the fiscal 
year which ended June 30, 1906; and by a further continuation 
of the system in 1907 the government is committed to bounties 
which between 1907 and 191 2 are likely to call for payments 
aggregating between $17,000,000 and $20,000,000. 

As regards the failure of the Laurier government to carry out 
in 1 897 the promises of the Liberal party of 1 893 in the matter 
of protective duties, a ministerial explanation was forthcoming 
when the tariff commission was on its rounds in Ontario, in No- 
vember, 1905. The explanation was offered by Mr. Patterson, 
minister of customs, at Chatham, when the farmers' organizations, 
which were in attendance at the sitting, asked why the Ottawa 
program had been abandoned. " Violent changes which involve 
the closing of manufactories, and the throwing out of hundreds 
of thousands of work people," Mr. Patterson then said, " are 
changes that no men charged with the responsibilities of gov- 
ernment dare to face." To the question why the bounty system 
was continued and extended, I have been able to find but one 
ministerial reply. In 1897, when Mr. Fielding submitted the 
bounty bill to the House of Commons, he stated that under the 
then existing circumstances it was only reasonable that the iron 
and steel manufacturers should be given a chance for a few 
years longer to show what they could do. 
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III 

The explanation of the volte face must be sought chiefly, 
though not exclusively, in the province of Nova Scotia. During 
the Conservative regime at Ottawa, Nova Scotia was represented 
in the Dominion cabinets by Sir John Thompson and Sir Charles 
Tupper. Both Thompson and Tupper were premiers between 
1878 and 1896; and higher duties on bituminous coal, im- 
posed in 1894, and bounties for iron and steel production, 
first enacted in 1883 (chiefly for the relief of the then finan- 
cially embarrassed Steel Company of Canada, whose plant was 
at Londonderry, Nova Scotia), are proofs of the influence that 
Nova Scotia could exercise at Ottawa while the Conservatives 
were in control. Besides coal mining and the manufacture of iron 
and steel, Nova Scotia, with its population of 460,000 — a popula- 
tion that has been almost stationary since 1881, when it num- 
bered 440, 5 72 — has only three manufacturing industries. Fish- 
ing, farming and lumbering are industries of the province ; but 
the only industries in Nova Scotia which can be aided by the 
national policy, as it was originated by the Conservatives and as it 
has deen developed and extended by Liberal governments since 
1897, are the manufacture of tweeds at Oxford and of cottons 
and ready-made clothing at Halifax, and coal mining and the 
manufacture of iron and steel. 

These five industries have been protected by both Conser- 
vative and Liberal governments since 1883. Every user of 
bituminous coal in the section of country drained by the St. Law- 
rence, which lies between Rimouski in Quebec and Prescott in 
Ontario, pays tribute since 1897 at the rate of fifty-three cents 
a ton to the two or three great coal companies which control 
the mining industry in Cape Breton and use Sydney and North 
Sydney as their shipping ports. Of the first payments under 
the iron-bounty act of 1883, nearly $35,000 went to Nova 
Scotia; and of the $8,814,835 paid out in iron and steel boun- 
ties between 1883 and June 30, 1906, $5,534,554 has been dis- 
bursed to Nova Scotia companies. One of these concerns, the 
Dominion Iron and Steel Company (which, as will be shown later, 
has played a significant part in the history of bounties in Canada) 
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received between 1900 and 1906 $3,466,519; while to a second 
of these enterprises, first known as the New Glasgow Iron Com- 
pany, later as the New Glasgow Iron, Coal and Railway Com- 
pany, and later still as the Nova Scotia Steel and Coal Company, 
the payments between 1883 and 1906 were $1,483,993. 

Looking a little more closely into industrial and political con- 
ditions in Nova Scotia, I am convinced that the member of the 
Laurier administration who is responsible for this largesse to 
the iron and steel industry is Mr. Fielding, who, before he was 
of the Dominion House of Commons and of the Laurier cabinet 
of 1 896, was premier of Nova Scotia, and that much of the in- 
side history of bounty legislation since 1897 will some time be 
discovered to group itself about the Nova Scotia Steel Company, 
whose plants are at New Glasgow and at Sydney Mines, and 
even more about the Dominion Iron and Steel Company, which 
has a large modern plant (four blast furnaces, ten open-hearth 
furnaces, two Bessemer converters and a rail and a rod mill) at 
Sydney, Cape Breton. By pushing inquiries a little further, it 
may be ascertained that the extension of the bounty policy of 
the Laurier government, which since 1897 nas authorized the 
payment of bounties on pig iron made from other than Canadian 
ore, was due to the discovery, in the early nineties, of a large bed 
of ore at Belle Isle, off the coast of Newfoundland. By 1896 
this Belle Isle deposit was under the control of what is now the 
Nova Scotia Steel Company. By 1897 the control of half or 
two-thirds of this deposit had passed to three company pro- 
moters of Boston and New York, who, in association with a 
Halifax capitalist and promoter and a lawyer-politician of Hali- 
fax, who is also the owner of two Liberal daily newspapers pub- 
lished in the Nova Scotia capital, were busy in 1897 w i tn tne 
preliminaries for the organization and promotion of what is now 
the Dominion Steel and Iron Company — a company which up 
to June, 1906, had received three and a half million dollars 
in bounties from the Dominion treasury. 

The last of the old national-policy bounty enactments was 
not to expire until March, 1899. But the new Liberal govern- 
ment, which came into being in 1896, had no intention of keep- 
ing the recipients of bounties in suspense as to what was to be the 
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fate of the enactment of 1894. In June, 1897, there was passed 
an act continuing the bounty policy of the Conservative govern- 
ments and enormously enlarging its scope. Only pig iron, steel 
billets and puddled iron bars made from Canadian ore had de- 
rived any advantage under the legislation from 1883 to 1894. 
Under the act of 1 897 bounties became payable on steel ingots 
also. An ingot is the product of the first stage of the steel- 
making process ; a bloom, of the second ; and a billet, of the third 
— the stage reached after the steel has been through the rolls. 
Ingots were not on the bounty list of the acts prior to that of 
1897, because in 1894 there were no Bessemer converters or 
open-hearth furnaces in Canada at which ingots could be made. 
Under the act of 1897 a bounty at the rate of three dollars a 
ton was established on steel ingots " manufactured from ingred- 
ients of which not less than fifty per cent of the weight thereof 
shall consist of pig iron made in Canada." This clause was evi- 
dently framed in the interest of the promoters of the steel plants 
which since 1897 have been established at Sydney and Syd- 
ney Mines ; for, when this act was going through Parliament, it 
was known that it was ore from Belle Isle, Newfoundland — for- 
eign ore in the phraseology of bounty legislation — that was to 
furnish the hot metal for the open-hearth furnaces at Sydney 
and Sydney Mines. 

The bounty legislation, enacted from 1883 to 1894 by the 
Conservative originators of the national policy, was intended to 
develop the use of Canadian iron ores. If this policy had been 
strictly adhered to, there would have been neither blast furnaces 
nor open-hearth furnaces at the Sydneys ; for the two plants there 
came into existence in consequence of the discovery of iron ore 
at Belle Isle. By the act of 1897 the rate of bounty on pig and 
puddled iron bars, made from Canadian ore, was increased from 
two to three dollars a ton, while for pig iron made from other 
than Canadian ore the rate was fixed at two dollars a ton ; and 
it was provided that these bounties should be continued from 
June, 1897, to April, 1902. This was the first of the bounty 
enactments for which the Liberal governments are responsible. 
It was under the stimulus of this act, with bounties guaran- 
teed from 1897 to 1902, that the Dominion Iron and Steel 
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Company was organized, and the largest iron and steel plant in 
Canada, or in any other British colony, came into existence. It 
is no exaggeration to say that this industrial company has been 
the object of government largesse — municipal, provincial and fed- 
eral — beyond all precedent in the Anglo-Saxon world, and for 
this reason it is worth while to follow its history in some detail. 

IV 

Taking the benefits conferred on the promoters of the Domin- 
ion Company in the order in which they were bestowed, first come 
the concessions which were made by the provincial government 
of Nova Scotia, the government at Halifax. From the provincial 
government, the company received a charter in which the right 
of eminent domain was conceded, and in which, by an amend- 
ment made at a later session of the provincial legislature, the 
company was given the unusual power of paying dividends to 
preferred stockholders during the construction of the plant. In 
addition to these favors, the company was freed by legislation 
from all provincial and county taxation ; and it was also en- 
acted that the royalty payable to the province, as owner of 
the coal lands, on all coal used at the company's plant and by 
steamers owned or chartered by the company, should be six 
and a quarter cents a ton instead of twelve and a half cents, 
the royalty paid by the mining companies on coal for domestic 
and export trade. The municipality of Sydney purchased 
and gave to the company free of all charge the site on the har- 
bor which is now covered by the company's plant. For the 
purchase of this site the city was bonded for $370,000. In 
addition the city agreed to give the company free water and to 
forego all taxation for thirty years. All this largesse has been 
bestowed on the company within the province of Nova Scotia. 
From the Dominion government, as I have already stated, it 
received from the time its first blast furnace was set to work 
in 1901 down to June 30, 1906, $3,466,519 in direct bounty 
payments. Part of this largesse was bestowed under later iron 
and steel bounty enactments of the Laurier government, the 
acts of 1899 and 1903, to which I shall again refer when I return 
to the main story of bounty legislation at Ottawa. 
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In addition to these direct payments of nearly three and a 
half million dollars from the Dominion treasury, the output of 
the plants at Sydney, as of plants elsewhere in the Dominion 
that are on the bounty list, is protected by high import duties on 
iron and steel. Under the tariff of 1897 the duty on pig iron was 
two and a half dollars a ton, and that on steel ingots and billets 
two dollars. From June, 1905, there has been a duty on steel 
rails of seven dollars a ton. Wire rods, which are made at Syd- 
ney, were at first on the free list ; but from 1 904 there was a 
clause in the tariff, enacted principally in the interests of the 
Canadian iron and steel plants, intended to prevent the "dump- 
ing" in Canada of wire rods and other steel products by Amer 
ican manufacturers. 

In addition to all this largesse, direct and indirect, from the 
Dominion government, the steel plants have derived very great 
advantage from the " forward " railway policy which has been 
adopted by the Laurier government since it came into power in 
1896, and especially since 1903, when the government under- 
took to guarantee the building of the Grand Trunk Pacific, the 
second transcontinental line of the Dominion. Since June, 
1905, when the rail mills at Sydney and Sault Ste Marie began 
work, the demand for steel rails in Canada has exceeded the 
capacity of these two plants — the only rail mills in the Do- 
minion — and all the existing plants have been unable to keep 
pace with the demand for pig iron. About the beginning of 
each month paragraphs similar to the one quoted below appear 
in the daily newspapers of Halifax, Montreal, and Toronto. 

The monthly record held in Canada for the production of rods was 
broken by the Dominion Iron and Steel Company in January, when it 
produced 7966 tons, the record being several tons below this. In 
January of last year the mill produced 7400 tons. Last Monday the 
mill began to manufacture three-eighth inch rods ; and in the 24-hour run 
124 tons had been produced, a record in this size. Lack of hard steel 
during the month threw the output of the rail mill below the average. 
Better results are expected this month, the mill being operated to its 
entire capacity. 1 

1 Montreal Witness, February 7, 1907. 
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Since June, 1905, when the rail mill went into service, the 
plant at Sydney is what steel men describe as a unit. It com- 
prised, at the time the foregoing paragraph appeared, four blast 
furnaces, each with a capacity of 350 tons daily; ten fifty-ton 
open-hearth furnaces; a rail mill; a rod mill; and sufficient bat- 
teries of by-product coke ovens to keep the blast furnaces sup- 
plied with fuel. The unit is now working to its full capacity ; and 
it would be impracticable to increase the output without large 
capital outlays for additions. For instance, if it were desirable 
that structural steel or steel plates for shipbuilding should be made 
at Sydney, unless the rail and rod mills were thrown out of 
work another unit would have to be added. This would mean 
the duplication of the blast and open-hearth furnaces, and the 
addition of another rolling mill to the two already in existence. 
The plant was designed and laid out by a Pittsburg engineer, 
whose reputation in the steel world is international. As a unit 
it is magnificent. As a waterside plant it compares best, per- 
haps, with the rail-making plant of the United States Steel Cor- 
poration at Lorrain, Ohio. As regards labor-saving machinery, 
the furnaces and mills at Sydney will compare with any of the 
newer plants in Pennsylvania and Ohio ; and in this respect it is 
far in advance of many of the iron and steel plants of England 
and Scotland. 

Its physical advantages also are noteworthy. The transpor- 
tation of ore by steamers from Belle Isle to Sydney does not 
require more than eighteen hours. At the piers at Belle Isle 
steamers of 5000 tons can be loaded in about five hours. The 
cost of mining and loading ore does not exceed one dollar a 
ton ; cost of transport to Sydney ranges from thirty-five to 
forty-five cents ; and no royalty on the ore is charged by the 
Newfoundland government. Like the provincial government 
of Nova Scotia and the municipality of Sydney, the island gov- 
ernment was disposed to make concessions to the Nova Scotia 
steel companies ; and it agreed to forego royalties on ore, the 
Dominion Steel Company agreeing in return to spend on mining 
not less than six thousand dollars a year for each square mile of 
mineral area. 

The maximum cost of the ore at Sydney, according to figures 
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given to me by the superintendent of the plant, for publication 
in London in March, 1901, may be taken at one dollar and fifty 
cents a ton. The Sydney plant is practically on the coal fields. 
The haul from the mines to the washer plant at the coke ovens 
is not more than six or seven miles; and from 1901 to Septem- 
ber, 1906, the Dominion Coal Company was under contract to 
supply coal to the steel plant at one dollar and twenty cents 
a ton ; and this was the rate at which coal was being furnished 
during the period in which the Steel Company was earning its 
three and a half million dollars in bounties from the Canadian 
government. Limestone is as near at hand as coal ; and the 
only transport disadvantage in connection with the plant is the 
long railway haul for its product when navigation is closed. 
Even this disadvantage did not always exist; for before the 
rod and rail mills were at work, pig iron and steel ingots, on 
every ton of which the Canadian government had paid bounties, 
were exported to the Mersey and the Clyde ; and these were put 
on shipboard within sight of the furnaces at which they had 
been produced. It is significant of the slight attention that is 
given in England to economic development and fiscal tenden- 
cies in Canada that these shipments from Sydney were still 
going to the Clyde and the Mersey in 1903 — the year when 
Mr. Chamberlain began his propaganda for fiscal reform and 
undertook to persuade the people of England that, if England 
would establish preferences at her ports for Canadian lumber, 
grain and foodstuffs, Canada would open her markets freely to 
British manufacturers and end the system of government lar- 
gesse to Canadian industries. 

These are the conditions, political and economic, under which 
the Sydney plant has been operated since 1901. It is incon- 
ceivable that a much larger output can be obtained from the ex- 
isting unit than has been produced since the unit was completed 
in June, 1905. It is improbable that the demand for steel rails 
and wire rods will ever be keener than it has been since 1905 or 
that prices will be higher. It is equally improbable that govern- 
ment largesse will ever exceed that which has been bestowed by 
bounty and tariff legislation at Ottawa since 1897. It is f a > r to 
conclude that the unit is now earning as much as it ever can 
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earn; that there can be no great increase in the earnings at Syd- 
ney until by an enormous expenditure of capital a second unit 
shall be added ; yet, in spite of the facts that the iron and steel 
schedules of the tariff are settled for some years to come on 
terms favorable to the industry (six dollars a ton duty on wire 
rods and seven dollars on steel rails) and that bounties are 
guaranteed at least until the end of 19 10, the stock-market 
report of the Globe of Toronto, for March 4, 1907, quotes the 
bonds of the Dominion Iron and Steel Company at 78, the pre- 
ferred stock at 56, and the common stock at 22, the par value 
of each being a hundred dollars. 

By the act of the provincial legislature at Halifax, March 30, 
1899, under which the company was incorporated, it was em- 
powered to issue common stock to the amount of $20,000,000 
and to issue bonds and debentures or preferred stock. In 1902 
there was an amendment to the act of 1899 — an amendment 
which, taken in conjunction with the extraordinary concessions 
made to the promoters of the company in 1899, is proof of the 
enormous influence working in its favor within the provincial 
administration and the Nova Scotia legislature. The company 
was then authorized to increase its common stock " as the wants 
of the company may require." Absolutely no statutory limit 
was placed upon the issue of stock. The directors were given 
authority to pledge or sell common stock at such prices and at 
such times as might seem to them expedient, and no stock so 
sold was to be liable to any calls beyond the amount for which 
the stock might have been purchased from the company. In 
this amending act of 1902 other remarkable concessions were 
made. "Notwithstanding any laws of this province," reads one 
of the clauses, "the directors are hereby authorized to provide 
for the payment of dividends on preferred shares from any 
source from which they could provide for payment of any in- 
terest on the company's bonds." At this time, 1902, the blast 
furnaces and open-hearth furnaces at Sydney were at work ; and 
between July, 1901, and June, 1902, a little over $400,000 was 
paid to the company in bounties from the Dominion government. 
The clause in the act of the Nova Scotia legislature which I 
have quoted was inserted to enable the company to pay divi- 
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dends on the preferred stock while the rail mill and the wire mill 
were being installed ; and it was provided in this clause that 
these dividends should not be paid for a longer period than two 
years, beginning April 10, 1901. Under the charter of 1899, 
amended in 1902 as has been described, the company has 
issued $20,000,000 in common stock, $5,000,000 in preferred 
stock, and first and second mortgage bonds and real-estate bonds 
to the amount of $10,044,833.' In these various forms the 
company's issues aggregate $3 5, 044,83 3. 2 

Interest has been paid on the bonds; but, except for the 
dividends out of capital on the preferred stock, there has not 
been a cent of dividend for the holders of preferred and com- 
mon shares. Since 1904 quotations for the preferred stock on 
the Montreal exchange have varied from $97.50 to $20; while 
the common stock, which has never been anything but a counter 
on the exchanges of Montreal and Toronto, most traded in when 
bounty legislation was pending at Ottawa, has ranged from 
$34.50 to $7. The quotation on April 3, 1906, was $34.50, and 
on that day the preferred stock was quoted at $83.50. Since then 
the common stock has tended gradually downwards. It failed to 
move upwards more than two or three points after the minister 
of finance announced in the House of Commons on November 
29, 1906, that the bounty legislation, instead of expiring in June, 
1907, was to be continued to the end of 1910. As a dividend- 
earning stock it is valueless ; for, as I have shown, it will not be 
possible to get more out of the unit at Sydney than has been 
produced since July, 1905 ; and whatever may be the fate of 
the preferred stock, this common stock is not worth the cost of 
storage in a furniture warehouse, to say nothing of the cost of 
keeping it with a safe deposit company. 

Why there have been no dividends for the holders of pre- 

1 Cf. The, Annual Financial Review (Canadian), July, 1906, pp. 148-153. 

* In January, 1906, when the representatives of the Nova Scotia company appeared 
before the tariff commission at New Glasgow, they told the commission that the pre- 
sent manufacturing capacity of pig iron in Canada was 650,000 tons per annum, and 
that at that time there were twelve furnaces in operation and two out of blast. They 
further stated that the capital invested in such plants was from $18,000,000 to 
$20,000,000. 
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ferred and common stock it is not difficult to explain. Every ves- 
tige of governmental largesse — bounties and tariff protection 
from the Dominion government and orders in advance for steel 
rails from the railway department ; exemption from provincial 
taxation, from county taxation and from the taxation of any part 
of the company's undertakings in any municipality in the county 
of Cape Breton, and the reduction by one-half of the royalties 
on coal from the Nova Scotia government ; exemption from 
mining royalties by the government of Newfoundland ; a site 
free of charge, free water and exemption from taxation by the 
municipality of Sydney — all these were regarded as assets by the 
Boston and Halifax promoters. All were alluringly set before 
investors, and just as much stock was issued as the public would 
take. By 1903, however, investors began to realize that gov- 
ernment largesse to an incorporated industrial enterprise does 
not necessarily mean dividends; and, although in 1902 the leg- 
islature gave the company the power to issue stock without limit, 
the company so far has not issued common stock beyond the 
the limit of $20,000,000 that was set by the act of 1899. 

The Algoma Steel Company, which first came into the bounty 
list in 1902-03, which between July 1, 1902, and June 30, 1906, 
drew $988,443 in bounties, and which in 1907 is drawing boun- 
ties at the rate of $35,000 or $40,000 a month on pig iron and 
ingots which go into the manufacture of rails at the plant at Sault 
Ste Marie, Ontario, as yet has paid no dividends to its share- 
holders. The Nova Scotia Iron and Steel Company, which has 
shared to a considerable extent in the largesse bestowed on the 
Dominion Steel Company by the legislature at Halifax, especi- 
ally as regards royalties on coal and exemptions from taxation, 
and which from 1883 to June 30, 1906, either as the New Glas- 
gow Company or the Nova Scotia Steel Company or the Nova 
Scotia Steel and Coal Company, drew $1,484,000 from the 
Dominion treasury, now pays its common stockholders a quar- 
terly dividend of one and a half per cent and its preferred 
stockholders eight per cent per annum. The Nova Scotia Com- 
pany, however, is in the coal business as well as the iron and 
steel business ; and its annual report, published in the Globe of 
Toronto on February 18, 1907, does not enable the public to 
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discover what proportion of the profits of $960,281 for the year 
1906 should be placed to the credit of the coal business and 
what proportion has accrued from the manufacture of iron and 
steel. At the time when this report was made public in the 
daily press, the House of Commons was still busy in commit- 
tee on the tariff bill, and on the resolutions which embodied the 
clauses continuing the iron and steel bounties until the year 
1910; and it was good policy on the part of the Nova Scotia 
Company not to make widely known how much of the eight 
per cent dividend for preferred stockholders and of the dividend 
at the rate of six per cent for the common stockholders was 
due to the $12,000 a month it was receiving during 1906 in 
bounties on its iron and steel production. 

The Hamilton (Ontario) Steel and Iron Company first began 
to draw on the Dominion treasury in 1898-99. Between that 
year and the end of June, 1906, it had drawn $1,416,469; and 
from June to November 1906 it was drawing at the rate of $14,- 
200 a month. How it is prospering under this largesse and 
under the protective tariff may be judged from a paragraph 
which appeared on the commercial page of the Montreal Witness ' 
on February 2, 1907, under a Hamilton date line of even date: 

The Hamilton Steel and Iron Company stock has jumped from no to 
135 in the last few days as a result of the effort that is being made by a 
few of the largest stockholders to buy in all the stocks. The reason 
for their anxiety is said to be that #500,000 worth of bonus stock is to 
be distributed pro rata among the present shareholders. The plant is 
to be doubled ; but the money will be taken out of the reserve fund. 

V 

Before I turned aside to describe the organization of the Do- 
minion Steel Company, I had carried the history of bounty leg- 
islation to the first act in the bounty code for which the Liberal 
governments are responsible. This act of 1 897 established the 
following bounties: three dollars a ton on steel ingots " manu- 
factured from ingredients of which not less than fifty per cent 

1 This newspaper is hostile to bounties but is noted for the absolute trustworthiness 
of its commercial and trade news. 
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of the weight thereof shall consist of pig iron made in Canada " ; 
three dollars a ton on puddled bars ; three dollars a ton on pig 
iron made from Canadian ore, and two dollars a ton on iron 
from imported ores. The act of 1 894 was repealed ; and it was 
enacted that these 1897 bounties should be paid between April 
22, 1897, and April 21, 1902. In August, 1899, when the act 
of 1897 had still two and a half years to run, and about the time 
that the municipality of Sydney was authorized by the legisla- 
ture of Nova Scotia to obtain by expropriation the site which 
it was to give to the Steel Company, the second act in the 
bounty code of the Laurier governments was passed at Ottawa. 
By this measure the bounties which under the act of 1897 were 
to expire April 21, 1902, were continued from that date until 
June 30, 1907, but, for the first time in bounty legislation, on a 
diminishing scale ; so that, had there been no change in this 
law when the tariff was revised in 1906—07, the rates would have 
been as follows : 



DURATION OF BOUNTY 



To April 21, 1902. 

' July 1, 1903 

' " " 1904 

' " " I9°5 

' " " 1906 

' " " 1907 



ON PIG IRON 



FROM NATIVE ORES 

$3.00 
2.70 
2.25 
I.65 

1. 05 
0.60 



FROM FOREIGN ORES 



$2.00 
I.80 
I.50 
I. IO 
O.70 
0.40 



ON STEEL INGOTS 
AND BARS 



$3.O0 
2.7O 
2.25 

1.6S 
1.05 
0.60 



The reasons why this act of 1 899 was passed two and a half 
years before the act of 1897 was to expire are not far to seek. 
In 1899 the organization of the Dominion Iron and Steel Com- 
pany was making good progress. At Sault Ste Marie a rail 
plant was being installed for what is now the Algoma Steel Com- 
pany ; a new blast furnace was under construction at Midland, 
Ontario, for the Canada Iron Company, a concern which under 
one name or another had been in the bounty list since 1884—85 
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in respect of charcoal iron furnaces at Radnor; and the pioneer 
Ontario steel-making company, the Hamilton Steel and Iron 
Company, was for the first time coming into the bounty list. 
It came in late in the fiscal year 1 899-1900, receiving $8900 in 
bounties. In 1900-01 it received $167,470; and in 1901-02 
$223,000. 

All these companies — certainly the Dominion Company, the 
Nova Scotia Company, and the Lake Superior Consolidated 
Company out of which the Algoma Steel Company was de- 
veloped — at the time of their organization had received substan- 
tial favors from the provincial governments of Nova Scotia and 
Ontario ; and these companies, as well as the Canada Iron Com- 
pany, had been the objects of largesse from the municipalities 
in which their plants were established. All through the parli- 
amentary session of 1899 much pressure from Ontario and Nova 
Scotia was brought to bear on the Laurier government for a 
pledge of the continuance of bounties beyond 1902. This 
pledge was desired chiefly, but not entirely, in the interest of 
the Dominion Company, the Algoma Company, the Canada 
Company and the Nova Scotia Company. 1 The gain to the 
iron and steel industry by this legislation of 1899 was that boun- 
ties were made certain for eight years to come — a longer period 
than was assured by any act since that of 1883. 

What all this largesse meant for the steel plants then in ex- 
istence or in contemplation was made evident in February, 1901 , 
when the directors of the Dominion Company, through bankers 
in Montreal, invited subscriptions to a large issue of preference 
stock. In the prospectus then published much emphasis was 
laid on the bounties that could be earned by the plant at Syd- 
ney. The statement on this point read : 

If the production be, as estimated, 300,000 tons of pig metal and 60,- 

'The Nova Scotia Company is the fourth oldest iron -making concern in the Do- 
minion. It was the first concern to make steel in large quantities, and it came into 
the bounty list in 1898-99. In 1899 it had the largest iron and steel plant in 
Canada. Its plant had not then extended beyond New Glasgow and Ferrona; 
although the newer plant of the company at Sydney Mines, which was built in con- 
sequence of the discovery of ore at Belle Isle and was at work in 1905, was no 
doubt then in contemplation and was accordingly partly responsible for the political 
pressure from Nova Scotia in favor of a further extension of the bounty system. 
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ooo tons of steel blooms in 1901, and thereafter 400,000 tons of iron 
and steel per annum, made from foreign (Newfoundland) ore, the 
bounty to be received from the Canadian government would be as 
follows : 

1901 . . . $870,000 1905 . . . $1,000,000 

1902 . . . 2,075,000 1906 . . . 625,000 

1903 . . . 1,850,000 1907 . . . 225,000 

1904 . . . 1,450,000 

Total . . . $8,095,000 

This statement led to much apprehensive comment all over 
Canada; and in the House of Commons, on March 8, the gov- 
ernment was asked for some assurance that restrictions would 
be placed on the total amount of bounties which the Dominion 
Steel Company and other steel-making companies then organ- 
ized or about to be organized in Nova Scotia and Ontario could 
draw from the Dominion treasury. Mr. Fielding, the minister 
of finance, who answered the question for the government, de- 
clined to say whether or not Parliament might properly place 
any restriction upon the amount payable under the act of 1897 
and 1899. The matter, he admitted, had received some atten- 
tion from the government ; but he was not disposed to give an 
answer which would tie their hands as to their future course. 
He continued : 

Of course there is one thing that we must clearly understand : that, 
though how far there may be vested rights is a debatable question, yet 
in so far as we may agree that there are vested rights arising under 
these acts, those vested rights must be respected. I do not, however, 
feel very much alarmed over the matter, even if we should be called 
upon to pay a very large amount under this system. We may perhaps 
agree that if the industry was worth encouraging at all, it was worth 
being made successful, and on a large scale. One thing is certain : 
iron and steel cannot be produced in such enormous quantities, either 
in Cape Breton or in other parts of the Dominion, without there being 
an enormous development of the business of the country, from which 
the Dominion in one form or another will receive a very large return. 
There is that comfort to us in the first place. There is the further 
comfort that, even if this system should result in the payment of large 
sums of money, that payment will speedilv come to an end, because at 
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the very time we provided the scale of bounties we stated that it was 
regarded by us as of vital importance that the bounties should be grad- 
ually reduced by the terms of the act itself ; so that after a term of five 
years beginning on July i, 1902, the bounties will cease to exist. If, 
therefore, we should be called upon to pay even a large sum for the 
development of these industries, we would have the comfort of knowing 
in the meantime that as the result of the experiment there must grow 
up a vast amount of business in the Dominion which would probably 
not have grown up except for that development ; and that, if the bounty 
should be large, it can only continue for five years, when it will be 
wiped off the statute books. And if at the end of that time we should 
find ourselves with a tremendous development of the iron and steel 
industry — and if that result should be achieved at considerable cost to 
the treasury — I am not sure that we would regret it ; for we would 
have established throughout the Dominion great industries which would 
undoubtedly have a tremendous effect in developing the prosperity of 
the whole country. 

VI 

After the legislation of 1899, by which bounties were assured 
until 1907, there were new developments in the Canadian iron 
and steel trade. Plants were installed or were in contemplation 
for the manufacture of descriptions of steel not hitherto made 
in Canada. Accordingly, in October, 1903, an act was passed 
providing for bounties on steel rods, structural steel and steel 
plates. None of these bounties was to be paid except on steel 
produced from ingredients of which not less than fifty per cent 
of the weight was of pig iron made in Canada. On rolled wire 
rods, not over three-eighths of an inch in diameter, when sold to 
wire manufacturers for use in making wire in factories in 
Canada, the bounty for the first year was six dollars a ton. On 
rolled angles, tees, channels, beams, joists, girders or structural 
steel sections, when sold for use in Canada, the rate for the first 
year was $3 a ton ; and on rolled plates not less than thirty 
inches in width and one-fourth of an inch in thickness, it was 
also $3 a ton. Like the act of 1899, this act of 1903 was to 
expire June 30, 1907 ; and the new bounties established in 1903 
were likewise on a diminishing scale. For the fiscal year July 
1, 1906, to June 30, 1907, they were fixed at thirty-five per cent 
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of the original rate, or $2.10 for wire rods and $1.05 for 
structural steel and steel plates. 

Two years later, when tariff revision was under way, every 
manufacturing interest in Canada which derived advantage from 
the tariff or which had shared in the benefits of the bounty 
legislation of 1899 and 1903 appeared before the tariff commis- 
sion. Of this commission Mr. Fielding, Mr. W. Paterson, min- 
ister of customs, and Mr. L. P. Brodeur, then minister of inland 
revenue, were members : and it held public sessions at the 
larger centres of trade and commerce in the several provinces. 
These public hearings began at Winnipeg on September 7, 

1905, and were brought to a close at Ottawa, on February 28, 

1906. In all sixty-seven public hearings were held. They 
were open to all comers. Any resident in Canada, without re- 
gard to nationality, could address the commission; and the 
petitions submitted, and the supplementary statements orally 
made in support of them, were so numerous that the transcript 
of the shorthand writer's notes fills nine foolscap volumes, com- 
prising over 8000 pages and containing 2,416,200 words. 

The iron and steel interests asked for ( 1 ) an extension of the 
bounties beyond 1 907; (2) more protection against imports 
from Great Britain and the United States ; and (3) exemption of 
the Ontario plants from the duty on bituminous coal, which 
since 1894 has been imposed in the interest of the coal mines. 

To the plea for higher duties there was a strong opposition 
from foundrymen and other iron and steel manufacturing con- 
cerns which use pig iron or steel in billets as their raw material ; 
but to a further extension of the bounty system the only oppo- 
sition came from the farmers' organizations in the province of 
Ontario. Farmers and farmers' organizations in Manitoba, On- 
tario, Quebec and Prince Edward Island protested against in- 
creases in duty in any of the tariff schedules ; but it was only 
in Ontario that these organizations condemned the iron and 
steel bounties, on the ground that " the iron tubs, as well as 
other tubs, should be compelled to stand on their own bottoms." 
This general movement of the farmers had some influence in the 
revision of the tariff. It resulted in slightly lower duties on 
farm implements and machinery, and in the abandonment of a 
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policy which the government had announced in 1904, and again 
in 1905, of a maximum and a minimum tariff, in which there 
were to be greatly increased duties against the United States in 
retaliation for the Dingley act of 1897. But tne opposition to 
bounties which the farmers' organizations of Ontario presented 
to the tariff commission was unavailing. So was the opposition 
of a deputation from the farmers' organizations which waited on 
the minister of finance, at Ottawa, after the new tariff bill had 
been introduced on November 29, 1906; and equally unavailing 
were sixty-five petitions from farmers in Ontario, which were 
presented to the House of Commons between November 29, 
1906, and February 25, 1907, while the tariff bill was still in 
committee of ways and means. Under the bill as enacted, 
bounties are to be continued until December 31, 1910, and, in 
the case of electrically smelted iron, until 1912. 

In 1897, when, for tne first time in the political history of 
Canada, a Liberal minister of finance submitted to the House of 
Commons a tariff with protective duties in practically every 
manufacturing schedule, and with clauses authorizing the pay- 
ment of bounties out of the Dominion treasury, Mr. Foster, 
ex-minister of finance in the old national-policy governments 
and author of the iron and steel bounties act of 1894, reminded 
the House of the horror with which the Liberals had regarded 
bounties when they were in opposition. He carried the House 
back to the post-hole speeches of Sir Richard Cartwright, and 
asked Mr. Fielding if there had been a change of opinion among 
his colleagues in the Laurier cabinet. " No, : ' answered the 
minister of finance, " this legislation is most objectionable to 
to them." Since 1896 Liberal governments have been respon- 
sible for four bounty acts — 1897, ^99, 1903 and 1906-07. 
By November, 1906, Mr. Fielding, Sir Wilfrid Laurier, Sir 
Richard Cartwright and all the other members of the cabinet 
had accepted all that was claimed for the bounty system by 
the Conservatives between 1883 and 1896 — all that is still 
claimed for it by the advocates of the old national policy — for, 
speaking as the representative of the cabinet, and with the doc- 
trine of the collective responsibility of the cabinet in mind, Mr. 
Fielding declared that " those who condemn bounties generally 
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do not stop to consider what would happen if we did not adopt 
this system." " If we did not adopt the bounty system," he 
continued, " we should be obliged to increase the duties on iron, 
or to allow industries of considerable character probably to 
close up ; and we do not think that desirable." 

The new act repeals the acts of 1899 and 1903, and pro- 
vides bounties only for pig iron, puddled iron bars, steel ingots, 
and rolled round wire rods. The bounties are again on a 
diminishing scale, and are as follows : 





ON PIG IRON 


ON STEEL AND PUD- 


DURATION OF BOUNTY 


FROM NATIVE ORE 


FROM FOREIGN ORE 


DLED IRON BARS 




$2.10 
1.70 
O.9O 


$1.10 

0.70 
0.40 


$1.65 
1.05 











On rolled wire rods not over three-eighths of an inch in diam- 
eter, manufactured in Canada from steel produced in Canada, 
when sold to wire manufacturers for use in making wire in their 
own factories in Canada, the rate of bounty after December 31, 
1906, was fixed at six dollars a ton. This high rate of bounty 
on wire rods represents the one concession made to the farmers 
in the bounty legislation. The rate for 1906-07, under the 
act of 1903, was $2.10 a ton; but in order to avoid the neces- 
sity of putting a duty on imported wire rods and thus raising 
the price of fencing wire for the farmers, the plan was adopted 
of giving this large bounty for wire rods which are used for 
manufacturing wire in Canada. 

Most of the bounty acts have some distinguishing feature. 
That of 1894 first brought steel on the bounty list; that of 
1899 established a graduated scale; that of 1903 extended 
bounties to three of the later stages of the steel industry ; and 
that of 1906-07 is remarkable because it withholds bounties 
from pig iron and steel ingots that may be exported. It was 
proposed by the government to do this in the act of 1897, but 
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the leaders of the Conservative opposition urged, in the interest 
of Canadian labor and Canadian industrial development, that 
the bounties should be paid alike on pig iron and steel ingots 
used in the Dominion and shipped abroad. The government 
hesitated. Mr. Fielding was afraid that by its bounty system, 
if export duties equal to the bounties were not imposed, Canada 
would attack the industries of the country to which its iron and 
steel were exported, and that that country would do in regard 
to iron and steel what Germany had already done to Canada in 
the sugar trade. The opposition, however, still pressed the 
government not to concern itself as to where Canadian iron and 
steel manufacturers found their market, but so to legislate as to 
give an impetus to Canadian enterprise and to the foreign trade 
of the Dominion. This debate took place when Mr. Fielding 
submitted the bill of 1897 to the House of Commons; and a 
day or two later, when the bill was in committee, Mr. Fielding 
announced that the government had abandoned the idea of im- 
posing an export duty ; and as a result of this easily-won con- 
cession the Dominion Steel Company from 1901 to 1904 was 
exporting its bounty-fed pig iron and steel to England and 
Scotland. 

Canada in 1907 has no iron and steel for export; the 
Dominion is importing large quantities ; but for more than a 
year before the new tariff was introduced there had been rumors 
that the United States Steel Corporation was contemplating the 
establishment of a great plant at Sandwich, Ontario; and to 
these rumors is due the fact that henceforward no bounties will 
be paid on iron and steel that are exported. In announcing 
this change in the law Mr. Fielding said : 

We propose that these bounties shall not apply to articles exported. 
There are rumors that the great steel trust of the United States may 
come into Canada to do business. If it comes into Canada to do busi- 
ness in the ordinary way, well and good. But if it comes here to make 
iron and steel for export, it might add largely to our burdens. We 
think it well to have it understood that we are giving these bounties for 
the encouragement of iron and steel for consumption in Canada, and 
if any parties undertake to export these articles they will not be entitled 
to the bounty upon them. 
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The iron plants that first came on the bounty list — the three 
that were on the list as early as 1884 — were small concerns of 
the older type. With one exception all the iron and steel plants 
which have come on the list since 1898 are modern in every 
particular, and as well equipped with labor-saving appliances as 
any of the newer plants of similar capacity in the United States. 
A dollar in wages should go as far at these plants as at any 
plant in the new or the old world. The labor-cost at American 
plants fluctuates from year to year, and varies according to 
locality; but with ore, coke and limestone on the ground, the 
labor-cost of converting these materials into pig iron at furnaces 
in the Pittsburgh district is between seventy and ninety cents 
per ton. Even at the higher figure bounties on the scale of 
1907 and 1908 — $1.10 on pig from foreign ore — are more than 
sufficient to pay the labor bill at the Canadian furnaces. 

From 1883 to the close of the year 1906, when it was an- 
nounced that bounties were to be continued from 1907 to 191 2, 
iron and steel bounties had cost the Dominion of Canada 
$9,650,000. For $714,700 of this total cost Conservative govern- 
ments were responsible. For the remaining $8,935,200 Liberal 
governments, which have been continuously in office since 1896, 
are responsible. I have based my estimate of what the bounties 
are likely to cost between the end of 1906 and the end of 19 12 
on the capacity of the present furnaces, and on that of the fur- 
naces in building or in contemplation at Port Arthur, Sault Ste 
Marie, Hamilton and Welland in the province of Ontario and at 
Sydney Mines and Londonderry in Nova Scotia. In this esti- 
mate I have taken no account of the rumors that the United 
States Steel Corporation is to instal a large plant at Sandwich, 
Ontario. Taking the lower figure, $17,000,000, by the end 
of 1912 the bounty policy will have cost the Dominion little less 
than $26,000,000. What this policy had achieved up to the 
end of June, 1906, can be stated in a few words. In 1884—85 
there were only three iron furnaces, with an aggregate capacity 
of 28,000 tons ; and there was not a Bessemer converter nor an 
open-hearth furnace anywhere in the Dominion. For the fiscal 
year 1905— 06 bounties were paid on 581,858 tons of pig iron — 
495,335 from foreign ore and 86,523 from Canadian ore — and 
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on 569,237 tons of steel ; and in January, 1906, it was reported 
to the tariff commission at New Glasgow that there were four- 
teen blast furnaces in Canada, with a capacity of 650,000 tons 
per annum. 

It may be asked how the people of Canada regard this lavish 
bestowal of government largesse on the iron and steel industry. 
The only articulate opposition to it is that of the farmers' 
organizations of Canada. The Conservative daily press ap- 
proves of it as an adoption by the Liberals of the national 
policy ; and among the Liberal newspapers which I have named 
as supporting the fiscal policy of the Liberals when they were 
in opposition, the Montreal Witness is today the only paper 
that remains faithful to the old principles. The attitude of the 
Toronto Globe, so long and so vigorously the opponent of pro- 
tection and of bounties when the Liberals were out of power, is 
that " the great advantage to be gained by Canada manufacturing 
its own iron and steel products is still generally considered 
worthy of extraordinary effort." ' The Liberal newspapers in 
Hamilton, Ottawa, Montreal, 2 Halifax and St. John, which like 
the Globe, are all close to the Laurier government, take the 
same line. Independent newspapers, such as the Ottawa Jour- 
nal, emphasize the fact that " the iron and steel companies get 
nearly as much in bounties as they pay in wages," 3 and they 
ask when the bounty system is to come to an end. In the 
smaller cities in Ontario and in the Western provinces, where 
the Liberal newpapers are not controlled by members of the 
Laurier cabinet, by senators appointed by the Laurier govern- 
ment, or by tariff and bounty beneficiaries, there is evidence of 
impatience with the bounty system ; and there is frequent in- 
sistence on the fact that the ten million dollars paid out up to 
the end of 1906 " had not," to quote one of these Ontario jour- 
nals, " been given to the steel companies in return for goods, 
but as an inducement to enter upon a line of business which of 
itself has already become profitable." « 

Edward Porritt. 

Hartford, Connecticut. 

1 Toronto Globe, February 16, 1907. 2 Except the Montreal Witness. 

3 Ottawa Journal, February 16, 1907. * Brantford Courier, December 31, 1906. 



